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~Investment in Production Equipment
1929-52

= IDEVELOPMENT of 2 new body of postwar deta makes
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poszible an snalysis of the lomg-term prowth and eyclienl
variability in private purchsses of producers’ durable
%ﬂﬁ:pment by product groups for the cntire 1929-52 period.

analysiz is in terms not ooly of current doller values,
but nlso of velumes (constant 1947 doller walues) and the
price indexes, which are shown b¥o dust groups. Some
of the principal conelusions are es follows:

1. Postwar expension in privete Eumhﬂses of producers'
equipment has been very large. e oll product groups
participated, machinery increased most.

. Both prices and quantities of equipment purchases were
snbstantially higher in 1852 than in 1920, and there has heen
some tendency for equipment produet groups with the least

~ price increase to show the proatest volume increase.

3. Egnipment produet ups dizplayéd great evelieal
‘ifariahji.ljt.y in the volume ﬁurchm, w:'fth expensive long-
life typea of aquipment having the greatest fluctuations.
As emong product groups, there seemed te be no definite
relatiopship during cyeles between price and volume move-
nents.

4. Judged on the hagis of historics]l trends, producers’
equipment purchases in recent t{:ﬂ.rﬁ have been relativel
high. Capital formation in form of nonvesidemti
constriction, the other major component of business fixed

capibal &Epam low when judged by the sarne standards.
5. eliea] wariations in the rolume of squipment pur-
chases and vouresidential conséruction gen ¥ have been

substantially greator than those m consumer goods and
services. In contrast, cyclical variations in the prices of
producers’ equipment have been leas than those in the prices
of consumar goods and services.

In eonneetion with the naw volume and price data it shounld
be noted thot they can iske account of long-run improve-
ments in quality only to a limited extent.  Consequently
thay show increases in volume that ave somewhaot ET AT
increases in prices that are somewhat larger thon would
appoesr if full allowance for the quality factor could be made.
In the short run, the price indexes probably show smaller
variation than do effective prices, becausa full account cannet
be taken of ehangas in distounts, pramivms, and other ¢on-
ditions and terms of sale. Conversely, short-nm changes in
volume, which are derived by dimding vaelues by price
indexes, are spmewhat larger than actual volume e 8.
Some of the principal conelusions in the article should be
interpreted in the Light of these Lirnitations of the data.

Variations in purchases

The lm;ﬁ-mm growth and the sharp Huctuations in the
eurrent-dodlar value of squipment purchases sincs 1929 are
shown in the accompanying chart and in the top seetion of
table 1. Private purchases of equipment were down very
gubstantislly from the 1029 penic i the early thirtiss. Thea
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incomplete recovery after 1933 was sharply but briefly inter—
i t.edp by tha recassion of 1938, The subsequent revival was
fallowed 1 1941 by & shift, from private purchases of equip-
ment to government procurement under the mililary pro-
grant. Feders] Government mnads large purchases of
aquipment for use in producing mumitions snd relsted
roducts in both privately and publicly opamated plants.
Faderal Government also purn.lgmed muhstential amaunts
of other equipment such as wmotor vehicles, construction
mae » and communication aquipment for use by the
combnt forees.

Peivate Purchases of
Producers’ Durable Equipment
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Government purchases of durahle equipment are oot shown
in the present zeries, which iz confined to private purchasea of
new producers’ dwreble squipment. The decline in private
purchoses during the years of the Second World War reached
o law point in 1943,

In tha postwar period, thers was 2 marked upsu in
private oguipment pwrchases, interrupted only by a slight
decline in 124%. Even that year wae higher than any year
prior to 1848, and it was followed by increases which brought
purchases to $22 billion in 1351 and 1952, Preliminary
mdications suggest that equipment purchases in 1953 may
be somewhat above thet rate.

In terms of eurrent dollars, producas’ durable cquipment
purchases during the past 5 years have ranged from 3 to 4
times those of 1929, In terms of physical volume, pur-
chases have averagad about twice ns large.
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Equipment investment in this period zerved not.only to
meet replacement demands, induding thoss deferred during
the war and the prewar depression, but also to t::épand ﬂg‘eﬂﬂy

in June

the existing stock of squipment. As estima

Isawe of the SUrvEY, pross physical stocks of privately
owned equipment increased about four-fifths batwesn the
end of 1341 and the end of 1352. The great bulk of this

:.qsiun %Mﬂllrm%a after 1945, N "

is probable that equipment purchases have been stim-
uiated not only by ba.:ﬁl and new defense needs but alag
by the mmportant technologiesl advances which oceurred
during the period. These advances have made it ible
to lower operating costs and thus inersase the pmdtar ity
of operating with new equipment as compared with prewar
aqmﬁm t. Technological advances have also led 'to tha
development and infroduction of cquipment designed to
provide new bypes of products.

Shifts in compasition

Purchases of all major gronps of equipment were considar-
ably hri“ in 1952 than in 1929, but by wmrym% proportions,
Az can be seen from the chart snd from table i, & note-
worthy change has heen the ineressed relative impartanca of
machinery and the relative decline of transportation equip-
mernt. achinery purchases s¢counted for 58 pamant.?:g' tl]:a
total in 1952 ns compared with 48 percent in 1929. Non-
sgriculinral machi , ¥hich roze from shout 40 to 48
percent, was responsible for rost of this shife. Correspond-
Eﬁ figures for agricultural machinery—s and 10 percent—

ieate an ingresse of similar proportions. Among the
nonagricultural machinery groups showing the largest
relative increnses were construcifon mechinecy, electrieal
ma%:jnnery, mining and oilfield machinery, and metalworking
machinery.

In contrast, the share of tranaportation equipment de-
clined from 30 percant in 1929 to 22 percent in 1952, sven
though the group was up substaatially in abaolute terms.
Transportation equiptment, other than motor vehicles,
consais bings mm:l;ly of ratrond equipment snd ships but
including also relatively small amountis of aireraft fall from
sbout 9 percent of the total in 1920 to 6 percent of the total
in 1952. Railroad equipment and ships ench declinsd in
relative importance.

Busihess motor vehicles aceounted for sbont 30 percent

of the ducers’ durable Eotal in 1929, but 268 percant in
1952, the relative decline occurring primerily in passenger
automobiles. This decrenss in the ratio of purcheses of
tusiness motor vehielea to total -E%;iipmﬂﬂt urchases has
not held for all the postwar years.  In 1949 and 1950 business
motor vehicles formed o portion of the totel than in
1029, and this will probabiy ba the case for 1953 alss. The
decrense in expenditures for business motor vehicles in 1953
and 1952 may have been loigely a consequence of supply
limitations.

Purchases other than machinery and tranzportation equip-
ment wers alzo higher in 1952 than 1929, but accounted for
only sbout 10 percent of the fotal as compared with 13
percent in the earlier year. In this gronp, business furniture
and fixtures, fabrieated metal products, and miscellaneous
equiprent all declined in relative importance. Owvly instri-
menta showed o reletive merpase,

Tf the 19292 basze of comparison i3 broedened by taking into
account the informadion that is avsilable concerning ex-
penditure patterns in years immediately preceding 1926, the
wenaral impression of the corrently greub_:r importence of

i purchases persists. The diminished importance
of transportation equiprneni other than business molor
wohicles continues to stand out clearly, and the relsative
downward trend of equipment other machinery and
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transportation equipmeant is furiher underscored. With

- vespact to the share of automobiles, mgnificantly different

results are obtained depending on the year or years that are -

nsed as a hasis for comparison.
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While the foregeing examination was m terms of current
dollars, the ¢onclusions reached apply to the constant dollar
distributions as well. Divergence m relative price move-
ments of the component groups, although subatantisl, has
not been sufficient to call for o qualificstion of the hroad
trends dispussed.

Volume and prices, 1920_52

Changes in the physical volume and av price of the
major types of equipment from 1929 to 1952 are compared
in the ascompanying chart.! In the interpretation of these
figures, it should be noted that quality improvement could
be taken into arcount onby to 8 limited extsnt. Volume
mncreases would be larger and price increases mmaller if it had
bezn possible to take Turther account of the quality factor,
Bara representing the percentage ch in prices for the
twenty equipment groups are arrayed from smoilest at
the top to the largest at the bottom. Bars representing
percentage changes in gnantity nlia ?@ijlmnt to the price-

t
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price change quaniity change for the remaining fifteen

grotipa, howevar, is quite erratic. .
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tion of quantitics and prices are not knowe.* On thasupply
gide, technologics] progress may result simultansously in

& cozh decrenses and volume production.  Alternatively, shifis
in demand may expand the market and consequently reduce
the relative cost of produets that gain in faver.

Cyclical sensitivity of product groups

Purchases of producers” durable equipment sre highly
sensitive in the business ¢yele. This sensitivity s charsotar-
*18t3¢ of each of the twanty product proups of equipment, but
some are much more sensitive than others. This can be seen
from tabla 2, which tz data For the years 1929-37,
cuvarm]ﬁ the only substantial cycle of the 1929-52 period.
The table showsa the decline from 1929 ¢¢ the low point and
tha advance from the low point to the peak st the and of the
¢yde as percentages of the corresponding 1929 figure. For
example, a 1928 hagh of 100 followed by a low of 40 in 1882
and. a high of 90 in 19387 would he reeorded 2& & decline of 80
t and ao advauce of 50 t of tha 1929 high. The
]p;w point wae 1932 or 1933, tge year gelected for any given
product group being the one in which the constant dollar
value for that group was the smaller, The peak for most
%rmu and the total was 1937 ; but for three groups tha peak
or the constant dollar velire wos 1936 {mining machinery and
trucke) or 1038 (ships) ; in each group the peak year of recov-
Er{ wag chosen, .

In using the data several limifations should be kept in
mind. In the first place, it is probable ihst the price quota-
tions uzed in eomputing tha price indexves somewhut under-
state the actusl eyelical variability of prices, because they
cannot take into Full secount variations m discounts, pre-
minmg, apd other terms and conditions of sale which_ nre
factors in determining the effective price of the commodity.
Cenversely, the volume ¢hangaes shown in the table, which
are caleniated by dividing valuea by price indexes, are prob-
ably somewhat smaller than the volume changes that
getually occurred.

In uvsing the data, two limitations shonld be kept in mind.
In the first place the use of annual rather than quartery or

. monthly data understates the amplitnde of the ghm]ge, and
the amount of understatement may vary from cne preducé
Frmﬁp to another, Secund;g,_tha growth element and irregu-

or fluciuations ara reflected n bhv:tﬁemntage chanpea, In
the short periods used, the gro element is om of
m}_jl;:lr ithportance, but irregular fluctuations might be,

the dacline following 1929, the volume of producers'
eq]t:ipmegt purchases fell by 69 percent. Declines were
substantial in all produet proups, rang:;ﬁ from aboui 97 per-
cenb in pireraft to 48 percent in miscellansous equipment.
In the subsequent revival, the volume of equipment p
rose nn equivalent of 66 percent of the 1929 figure, with
product groupa ranging from 138 percent for ehips and boats
te 27 percent for miscelloneous equipment. .

Among produet groups, the greatest fluctuetion in aquip-
ment purchases tended to occur in hesvy transportabion

wipment and other equipment generelly choracterized as

henvy.” These types of equipment are not only cosdy
but bave long periods of wse, with the result that durin
aclines pes may often be deferred for substanti

eriods. Furthermore, some of them are u=ad largely in
imdustries which are subject to wide cyclical fluctuations.
From the tablas it cen be zeen thai the preatest declines

Thy commen teodrncy for abome ereroes norests tn Tolnme b b a3aadstod wikh lam
[nareases n fince has so i rimut beariyr of ndex nombar work, T <ol
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VRI A, & indxeaned Wil fend b FEJ“_ TR wolkghis Jo the compozile
iran ks yewr prives ara N iR by o 1090 pricor, the
e o lntha_wlumaga " mnablae%nxpmml ﬁurpqm;. In torma
1 1k was o] 118 parcant=—wvar o 115 ooy
b-nor d froom ot H-,whid:.ﬂnhﬁrmaullm’riﬂﬂm # b  Dire: thak
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occuzred in railroad equipment, copstraction mackinery, and
mirernft. Among other groups falling more than the peneral
Bverage were Wnctors, agricultural mochinery, metalworking
ery, ships and bonts, engines snd turbines, mining
nmechinery, sod electricnl machinery.
In the subsequent revival, all but three of the ten product
groups with the graatest advance were also included with the
praviowsly mentioned groups showing the grestast deeline.

Purchoses of Producers’ Durable Equipment
by Product Group — Comparison of Price
and Volume Increase from 1929 1o 1952
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Ships and boats and tractors hod the L ineresses,
These two groups and three others (metelworking machinery,
engines and turbines, and trucks and busses) reached levals:
in the recovary which excoeded thosze of 1929, _
Among thmruduct groupe with the smuliest Auctuntions
were fabricaied metal products? special indusicy machinery,
offire and store machinery, general industrial machinary,

and nonresidential furniture and fixtures,
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" The concurrent changes in equipment prices were much
smller then those in volume of purs . _While tha
volums of purchases dropped 8¢ percant in tha decline follaw-
in% 1929, equipment prices fell about 14 percent. In the
subsequent revival, in which the rise i the volume of equip-
ment purchases was 85 percent of the 1029 figure, the riee
o equpment ﬁ]f;nms was 5 percent of the 1928 price. As &
consequence of the moderate change in prices, changes in
purchases mensurad in eurrent prices were similar to the
rolume ¢35 thet heve besn dizeussed. o

Dn the basis of the daie conteined in toble 2, an examination
wag made of the price-volume relaticnsbips that obtained
dozing this iodl.) In conirast tp the moderate mverse
association of guentity and price chenges that can be ob-

Over luugﬁr periods, the short-run price-quantity
relationships exhibit Do definite pattern, either during
deeline or during the subseqient recovery.

The e5 which occurred during the 1937-41 and 1943-
52 perioda ware examined, but the magpitudes of tha

t-1937 and posi-1948 dectines were gnd the in-

uence of noncyclical fastors of relatively greater importance.
Inspection of the evidence pertaining 26 these two pericds
did not revesl & patierh of change arcong the twenty aquip-
ment groups that eppeared to be of more than histerical

significanaa,
Equipment Purchases and Gross National
Product

Tha growth and fluetnations in the major types of grp-
ducers’ durable equipment since 1929 have been traced in
detel in the previouassetion. The analyeis may be broadened
by introducing data on total private purchases of equipment
for estlier penods and by relating these purchases wo gross
nationa] prodiuci end some of ita components.

Long-term growth

Equipment purchases during the period 1900-29, slthough
sffected by moderate fluctuntions, nevertheless showed a
foirly permstent rate of growth averng_mf shout 3 percent &

ear (see chart), In sontrast, the period following 1929 has

e charscterszed by more extreme fluctnntions, refles
snch major dislocations as the depression of the thirties an.
World War IT. These dominate the pictare and make ib
impozsible to isolate o clear-cut trend. .

n thege circumstonces & projection of pre-1929 teadencies
into the present is hazsrdous, and conclusions derived from it
should be given limited weight only, and checked against
other avidence. With these qualifications in mind, it may be
noied, however, that expenditures for lpmdtgcers’ dursable
equipment in the Iate fortics and in the early fities were sone-
what above o line that could be drawn in ceatinuation of the
1900-28 trend. This seems reascnable when viewed in the
context of the special factors—such 9s demand deferred
during World War I1 snd, subsequently, investment induced
by the Eorcan war and the defense program—that contributed
56 o high level of producers’ durable equipment purchnses
during the postwar period. . )

The sharp dips in the parchases line during the depres-
gion of the thirties and the war period should noé be infer-
pretad as indicating the size of backlogs that existed at the
end of the war. During the depression much equipment was
subject to less weor than normal and, consequently, was
eontinued in use during the war even ti’;qugh it had passad
the usugl age for discard. In addition, in many instances
heavier than normal repeir expenditures made during
the war served to reduce replacement purchases below what
would he expected on the basis of data reflecting the experi-
enca of less unusnal periods.

Movember 1953

Moreover, aquipment acquired by the government during
the war constituted additions to productive sapacity tﬁat_i
are not reflected in the present series, which is confined to™
private purchases of newly produced equipment, :

Equipment anid nonresidential construction

The necompanying chart shows sgquipment purchaszes and &
nonreﬁi-:j.ent.in{:' construetion—the two major componenis of
the business stock of fixed capital--as perventnges of gross—
national product for the years 1920 to 1952 uiprent
purchases and nonresidentinl sonstruction were of roughly
squal importance doring the twenties—betwesn 5 and 8 per-
cent of total output. During the depression, however,
equipment deslined lesa than construction, snd its subsequant .
recovary was quickar and much mors proos "

Purchases o ﬂipmant during the postwar period have ¢
continved to copstitute a mﬁ?hnﬁuggr part of total output
than nonresidentigl constrnetivn—about 64 percent ne com-
pared with about 3 percent, Alro, eit_lmpx_nent has racently
besn a somewhat larger percentage of national output than
during the tweniies wheress the shars of nonresidential
construction has been markedly reduced. On a current-
prize basis the differsnce in postwir experieties is sormeawhat o
reduced becanse of differential price movements, )

One possible reason for the relatively better sho 1
equipment is that equipment prices have incrossed lass than
construetion costs over this period. In 1952, for example,
COMPosite ﬂquipmcn;a?riﬁﬁs were LY times thelr 1929 lovel,
wherens nonpresidential construction costs were ahout 2.5 °
times those of 1929. These differentisl price changes may
have had some influence upor the patiern of investment. ¥

Private Purchases of Producers’ Durchle
Equipment i Constont (1947} Dollors
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Another possible explanation is thet technological advance |
may have been more rapid for equipment than Jor plant,
coausing a relatively largs demn to replace obsolescent
equipment, Technglogical ad vence may alec hove been of ||
& nhiure which required less plant par unit of equipment.
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It is apparent that the quantitative importance of the
price factor cannot be measured, and that it iz eonjsctural
- whether t.echnp]uf'nai advanse ojnm_t-qd in the manner
assumed. B , wa bave ne definitive explanation for
the differential movement of investmaent In squipment
and eonstruction. A detailed snalysis of industry ahifts and
of the influsnce of differences in averags vseful life on replace-
ment demand might shed further light on the problem, as
might & atudy of the procedures by which the two types of

. investment ara financed.,

Short-run verigbilivy

Attention heas already been drewn to the grest cyeliesl
varinbility in producers’ duorable - equipment. Table 3
compares chonges in the valve, volume, and prices of aguip-
ment during the downswing and recovery of the thirties with
corresponding changes in total gross national product and
selected componentis, and permitz a further examination of
this poing, ~The method by which the sntries of this table
wera calculated is similer to thet described for table 2, and
the limitetions mentioned in that connection apply to tha
present table as well. Im addition, the present table sums-

.marizes the characteristics of very broad axpenditure groups
and does mobt reveel divergent movements within thess
groups which may he significant.

It wppears from this table thoat both in the dewnward
phase of the great depressicn snd during the [imited recovery
which was interrupted in 1937, the volume of producers’
durable equipment fluctuated much more than that of total
goss national product. Whereas durabls elujpment. £x-

ibited percentage changes from peak to tro and trough
to penls approvimating two-thirds the 1929 fizure, the cor-
responding qhnnties in gross national produet were only
uqu]:lt- II:II.E-t-hli'd e 1‘3}?9 figure. ) .

8 conirnst, changes In squpment prices wers Joue

amalier “t-ﬁm those in the com um?t(.la of all ﬁngfl product prices.
During the declining phase of the cycla, for instance, equip-
ment prices declined by 14 percent as comparad with a deeling
of 24 percent in the averall index. Thiz contrast, in & less

" striking form, was npgment also in the subsequent upturn,

An examinstion of the compenents of gross national
product presented in table 3 shows that expenditures for
equipment and construction are wmost volatls. Consumer
durables rank next, with nondurables and services showing
the grestest stability, .

In the downturn, construction declined more than equip-
ment, but in the subsequent uptum ite recovery was less
pronounced. Az con be mmferred from the previgus discus-
sion, this differentisl movement 15 probably indicative of
divergent long-term trends a the two components rather
than of & dissimilarity in their cyelical behuvior.

Examination of the average prices of the broad components
of private spending reveals that the prices of consumer poods
a.ngnser_ﬁoes experienced larger eyclical voristion then those
of producers’ durable aquipment. In other words, the com-
ponents showing ter stability mn volume were those
undergoing lorger fluctuations m price. It is of interest o
note that the behevior of construction costs, as shown in
table 3, does noi fit into this general pattern. In this
instanes, an above-average variahility in costs appesrs o
hava bean aseoeciated with an sbove-average veriahility in
volune, i

Cyecliesl downturng subsa?uent to the great depression of
the thirties bave been much r
il‘:ﬂmct- of noncyclical factors has been grester, [t is diffi-
oult, tharefore, to male inferences as to eychical behnvior on
the bazie of the record of this period.

An sxaminstion of the data for the periods 1957-41 and

' 184352, both of which inetnde a downiurn and 8 subsequent
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ess pronounced, and the relative
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ram?eﬁ, tends to confirm the generalizations that have beon
made about the volatility in the volume of squipment pur-
chases and tha comporative stahihtf of equipment Snuas
The comparative bahavior of dureble equipmeni snd con-
sumption aleo conforms broadly to the pattern described for
the years 1926—57. The most marked departure from that
pattern 1s found in the ense of construction, both residential
and nonresidential, which behaved differenily in each of
thesw periods.

Nature of the new series

The new estimates of producers’ durable equipment
employ new bazic data relating to the value, volume, and
prices ol prodmeers’ durable equipment which have become
avallabla doring the past few gam‘s, mainly in eonnection
with the 1347 Census of Manufuctures, the 1948 Census of

Private Purchases of Producers' Durable
Equipment and Nonrasidential Construction
in Relation ta the Grass National Product
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Eqpipmant purchases have bean of greaker imporkancs
than norresidential consiruchion in recent years
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Business, Census sample surveys of manvfacturing for 1950,
1951, and 1952, gquarterly mstal working reporis of the
National Production Authority, and the revision of the
Burean of Labor Statistics index of wholesale prices.
In addition to the insorperation of these new data, the
following fentures were introduced into the new series:
First, the Standard Industrial Clessifieation ez of Novem-
ber 1945 was ndopted as the basis for grouping products for
the ontire peried 1929 to 1952, This classification is used
in the 1847 Census of Manufactures and in subsequant
sa;llple surve.glf\a, o5 well a5 most other governmantal statis-
tical series. 'Thus, users may identify the products included
Construction machihery and minin
. shown separately in the following tables
one group in the Standard Industrial Classification.
Second, the estimntes cover only privats aguipment puar-
chezes subiect 4o depreciation c!m.lgm They differ from
those previcusly published by the (ffice of Business Eco-
nomics in that the sarlier estimates incdluded slso an allow-
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20 SURVEY OF CURRENT BUSINESS
utpment charged directly to -

ence for purchases of durable
current expense (e. g., hand tools).

The estimates by major product group are contained in
three tables in this article. Table 5 presenta the new sati-
mates in surrent dollare. Table § prezents thom in constant
(1247 dollars, and teble 7 shows the implicit doflators
cbtained by dividing the current doilar by ehe conztant dollar
estimantes. i . .

The commodity flow method used in preparing the
current dollar sefimates is doseribed In the 1951 Notienal
Tacome supplement. The generasl opproach is discussed

4, Tim 1950 NeHonsl Incqme 4
Bk 81 from tha Erperititenidant. o
menk of Commeros Agld afieed.

lomert Lo the FORVET &F CURRENT BUAYER, dvailnbl
ks, Wekhilngtaw 5, IO, or b vouloas Dopett

Novembar 1050

under “ Personal CUonsumwption Expenditures for Commeodi-

ties,”" pages 97-106 of the mupplernent, Its specific applica

tion oi the method to producers’ durable equipment can be

found on ?'ea 116-122. The procedure for oblaining the

constant-dollar estimates and the implicit deflators im
liined on pagea 141-146 of the same publication.

& pew estimates can be compared with the producers’
durable squipment series curre:nb};r published 23 4 part of
eroas naslonal product only afler the equipment portion of
capital ouiluys charged to current oxpenss nre subiracted '
from the latter. This i=s done in table 4 which presents a
comparison of the published series on priveta purchases of
producers’ durable equipment and the new series for the
period 192952,

Metal Supplies and Prices
{Continued from page 10) -

receipta of foreign Jead had a mueh greater impact upon
domestic supplies than for zine because importa of lead
account for a much larger proportion of tofal domestic con-
gumption than iz the caze for zine.

By the #nd of 1051, under the impact of increasing world
supplics and slackening foreiza demand the London prices of
these mete]s had started to drop toward those pravailing in
the domestie market.  As a result, Imports ware resnmed on
an incressing seale beginning in the second quarter of 1952,
By the end of that year, the incresse in supplies relativo to
domand kad besn reflected in declines of the domestic prices
of these mutals below the celling prices established by $he
Office of Price Stabilization, wkils pricea in the free London
market had fallen farther.

Zine supplies continued to incrense unéit the third quarter
of this year when there was some decline in domestic mine
production eoupled with lower imports, but supplies ware
still higher than in any but the immediately precedi
quarter. Despite the reduced volume, new suppliss exceed-
ed consomption =0 that stecks in the hands of produocers
have rizen stondily and a6 the end of October were the
highseet of the postwar peried,

In the easo of lead, new supplies moved downward in 1953
with volumge in the thind quarter the lowest since the Janu-
ary—March period of 1952, Receipie of lead from forsige
gources had been of record size in 1952, abont 24 times
grester than in 1961 and 16 parcent above the provious recard
eatablished in 1960. In the fourth quarter of 1653, such
receipts were exceptionslly heavy osnd reflacted to some
extent, the release of large tonnages held by the British
Government when the free market in London was recpoened
on October 1, 1952,

Nonferrous metal price movements mixed

The elimination of searcities has been reflected on the
doestic market in prices of primary lead and zine, which
have been moving generally downward sinee early 1052, and
of screp metals,

From June 1950 to Janvary 1851, when QPS price controls
went into effect, prices of primary copper, lead, 2ing
hod advanced shnrplév {see chart). Imports constitute an
important portion of domestic supplies for thess imetals,
which in the abstneo of controls are traded in 6 world market
where prices sre highly sensitive to changes in world demand,
Price advances in the precontrol period ranged from ome-
fourih for refined copper to nearly one-half for lead snd zine,

Dwuring tha period of controls from January 1851 to early

1953 the price of domestic refined eopper remainad unchenged
but consumers were permitted to buy foreign copper at &
price above the damestic metal. Inereases were also suthor-
ized for lead and zine in late 1951 but befora the end of the
second quarter of 1952 market prices fell below cfficial
collings,

At the Bx]irrapmn of price eontrols, copper, which had bean
in a relative t-lﬁht- supMy position throughout the period of
the defenss bulldup, immediately moved upward to sround
30 cants pound where it has remained. fter the restora-
tion of tha free marlcet in London in Avugust, London prices
daclined and came into approximaie balence with domestic
griceﬂ.. Negotintions batween the Grovernments of che Unitad

tates und Chile are in process over the disposition of Jarge
stocks, estimated at wall sver 100000 tons, sccumulated
over the year and owned by the Chilean Government. In
comparisen with June 1956¢, the swrent domestic price for
copper i up by gb::-ut qne-half.

e price of pig lead in October 1953, though down neerly -
one-third from itz peal, tras still moderaiely shove the leval
of June 1850 while glab zine, down nearly one-half, was below
1t

Scrap metal prices decline

Smt-ﬁ. prices of all besic metals are down from their Fe&ks.
with the zize of the declines varying congiderably. In the
case of steel, copper, and alumisum scrap the declines began
only this year, but in the case of lead and mine they bad set
in during the spring months of 1952,

_ Prices of steel scrap, the latter utilized in varying propor-

tionz with %ﬁqu in tha production of steal ingots, twice
since April hes dipped ond then risen. The price of No. 1
heavy melting scrop at Pitisburgh, s representative high
grade serep materisl, dropped from the eeiling price of 344
Per grogs tom in April to 339 in May. Subsequently, the
price tobounded to over $45 per ton but in Septamber agzein
dropped sharply io reach a low of about £33 per ton in'the
firat week of October. The decline, which coincided closely
with the beginning of tha Korean tritee nagatiations, reflected
the uncertainty over the future rate of steel operniions and
sorne reduction in the rate of scrap purchoeses on the part of
steel producers.
_ With bhe piclup in steel operations in October and some
incrossn in the rate of scrap buying on the part of steal pro-
ducers, scrap recoversd to around $38 per ton in the iast
waek of Octobar. An additional strengthening fector was
the relaxation of axport controls earky in October on all prades
of iron and stael scrap.



